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ON EXAME NACIONAL DE SELEÇÃO 2006 


associação nacional de 
centros de pós graduação 
em economia 


2º Dia: 06/10 (Quinta-feira) - Manhã: 10h 30 às 12h 45 — 
INGLES 


Instruções 


Este CADERNO é constituído de quinze questões objetivas. 


Caso o CADERNO esteja incompleto ou tenha qualquer defeito, o(a) candidato(a) 
deverá solicitar ao fiscal de sala mais próximo que o substitua. 


Recomenda-se, nas questões apresentadas a seguir, não marcar ao acaso: cada item 
1 


cuja resposta divirja do gabarito oficial acarretará a perda de 4 ponto, em que né o 
número de itens da questão a que pertença o item, conforme consta no Manual do 
Candidato. 


Durante as provas, o(a) candidato(a) não deverá levantar-se ou comunicar-se com 
outros(as) candidatos(as). 


A duração da prova é de duas horas e quinze minutos já incluído o tempo destinado 
à identificação — que será feita no decorrer das provas — ao preenchimento da FOLHA 
DE RESPOSTAS. 


A desobediência a qualquer uma das recomendações constantes nas presentes 
Instruções, na FOLHA DE RASCUNHO e na FOLHA DE RESPOSTAS poderá 
implicar a anulação da prova do(a) candidato(a). 


A saída de candidatos com o Caderno de Provas, ou parte dele, só será permitida, 
após haver transcorrido 1 hora e 15 minutos do início da prova. 


AGENDA 


13/10/2005 — A partir das 20h, divulgação dos gabaritos das provas objetivas, 
nos endereços: http://www.unb.br/face/eco/anpec2006 e http://www.anpec.org.br 
14 a 15/10/2005 — Recursos identificados pelo autor serão aceitos a partir do dia 
14 até às 20h do dia 15/10 do corrente ano. Não serão aceitos recursos fora do 
padrão apresentado no manual do candidato. 

17/11/2005 — Entrega do resultado da parte objetiva do Exame aos Centros. 
18/11/2005 — Divulgação do resultado pela Internet, nos sites acima citados. 


OBSERVAÇÕES: 


Em nenhuma hipótese a ANPEC informará resultado por telefone. 
É proibida a reprodução total ou parcial deste material, por qualquer meio ou 
processo, sem autorização expressa da ANPEC. 


ON EXAME NACIONAL DE SELEÇÃO 2006 


associação nacional de 
centros de pós graduação 
em economia 


2º Dia: 06/10 (Quinta-feira) - Manhã — 10h 30 às 12h 45 - 
INGLES 


Nas questões de 1 a 15, marque, de acordo com o comando de cada uma delas: 
itens VERDADEIROS na coluna V; itens FALSOS na coluna F. 

Use a FOLHA DE RASCUNHO para as devidas marcações e, posteriormente, a 
FOLHA DE RESPOSTAS. 


BASED ON YOUR INTERPRETATION OF THE TEXTS THAT FOLLOW, 
DETERMINE IF EACH STATEMENT IS TRUE OR FALSE. TWO TEXTS ARE 
PRESENTED. EACH ONE CONSTITUTES A SINGLE UNIT AND MUST BE READ 
IN ITS ENTIRETY FOR PROPER COMPREHENSION. THE DIVISION OF THE 
TEXTS INTO SECTIONS IS MEANT TO FACILITATE THE LOCATION OF THE 
SUBJECT MATTER OF EACH QUESTION. 


TEXT 1 


Rescuing environmentalism 


(From The Economist print edition, Apr 2ist 2005) 


Market forces could prove the environment's best friend—if only greens 
could learn to love them 


“The environmental movement's foundational concepts, its method for framing 
legislative proposals, and its very institutions are outmoded. Today 
environmentalism is just another special interest." Those damning words come not 
from any industry lobby or right-wing think-tank. They are drawn from "The Death of 
Environmentalism”, an influential essay published recently by two greens with 
impeccable credentials. They claim that environmental groups are politically adrift 
and dreadfully out of touch. They are right. In America, greens have suffered a string 
of defeats on high-profile issues. They are losing the battle to prevent oil drilling in 
Alaska's wild lands, and have failed to spark the public's imagination over global 
warming. Even the stridently ungreen George Bush has failed to galvanize the 
environmental movement. The solution, argue many elders of the sect, is to step 
back from day-to-day politics and policies and "energize" ordinary punters with talk 
of global-warming calamities and a radical "vision of the future commensurate with 
the magnitude of the crisis”. 


QUESTION 01 


The article's introduction leads the reader to expect: 
O an apologetic appraisal of the environmental movement; 
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a staunch condemnastion of the environmental movement; 

an essay on the movement's change of character; 

a critical analysis of the movement's orientation; 

the environmental movement to be pronounced in dire need to change itself. 


QUESTION 02 


According to the text: 

Environmentalists in America have a high public profile; 

The “ungreen” George Bush should be credited for failing the greens; 

The greens have gained from Bush's anti-environmental policies; 

Environmentalists' leaders response to the failures of the movement is to blow up the 
consequences of a lax attitude towards the environment; 

Environmentalists' leaders have drawn misguided lessons from the movement's 
failures. 


CROSS) 


O 000 


Europe's green groups, while politically stronger, are also starting to lose their way 
intellectually. Consider, for example, their invocation of the woolly "precautionary 
principle" to demonize any complex technology (next-generation nuclear plants, say, 
or genetically modified crops) that they do not like the look of. A more sensible green 
analysis of nuclear power would weigh its (very high) economic costs and (fairly low) 
safety risks against the important benefit of generating electricity with no 
greenhouse-gas emissions. 


QUESTION 03 


The text 

advocates cost/benefit analyses as the proper way to evaluate technologies with 
environmental impact. 

opposes any next-generation technologies. 

supports the “precautionary principle”. 

considers European greens to be losing their bearings of the environmental issues. 
implies, en passant, that nuclear power carries fairly low safety risks. 


SUOVO O 


Small victories and bigger defeats 


The coming into force of the UN's Kyoto protocol on climate change might seem a 
victory for Europe's greens, but it actually masks a larger failure. The most 
promising aspect of the treaty—its innovative use of market-based instruments such 
as carbon-emissions trading—was resisted tooth and nail by Europe's greens. With 
courageous exceptions, American green groups also remain deeply suspicious of 
market forces. 


If environmental groups continue to reject pragmatic solutions and instead drift 
toward Utopian (or dystopian) visions of the future, they will lose the battle of ideas. 
And that would be a pity, for the world would benefit ffom having a thoughtful green 
movement. It would also be ironic, because far-reaching advances are already 
under way in the management of the world's natural resources—changes that add 
up to a different kind of green revolution. This could yet save the greens (as well as 
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doing the planet a world of good). 


QUESTION 04 


According to the text, the coming into force of the UN's Kyoto protocol on climate change 
was a failure, 

was resisted tooth and nail by the European greens, 

ushered in the use of market-based instruments in innovative ways, 

was supported by the American environmental movement, 

highlighted the differences between the American and the European movemenits. 


QUESTION 05 


The text 

O finds the environmental groups at fault for rejecting pragmatic solutions in favor of 
utopian visions of the future. 

(D warns the environmental groups that they risk losing the battle of ideas. 

Q) states that advances in the management of natural resources have by-passed the 

O) 

(5) 


CROSCIORO 


environmental movement. 
pities the downfall of the environmental movement. 
considers the environmental movement has spurred a new kind of green revolution. 


"Mandate, regulate, litigate." That has been the green mantra. And it explains the 
world's top-down, command-and-control approach to environmental policymaking. 
Slowly, this is changing. Yesterday's failed hopes, today's heavy costs and 
tomorrow's demanding ambitions have been driving public policy quietly towards 
market-based approaches. One example lies in the assignment of property rights 
over “commons”, such as fisheries, that are abused because they belong at once to 
everyone and no one. Where tradable fishing quotas have been issued, the result 
has been a drop in over-fishing. An emission trading is also taking off. America led 
the way with its sulphur-dioxide trading scheme, and today the EU is pioneering 
carbon-dioxide trading with the (albeit still controversial) goal of slowing down 
climate change. 


QUESTION 06 


According to the text, 

the so-called “green mantra” surmises their approach to environmental policy. 
market-based approaches to environmental policy are quietly turning into options of 
choice. 

carbon-dioxide trading is slowing down climate change. 

past experience and rising ambitions for the future are the forces that are shaping up 
market-based approaches to environmental policies. 

the assignment of property rights over commonly owned resources such as fisheries 
has failed to curb over-fishing. 


O 00 00 


These, however, are obvious targets. What is really intriguing are efforts to value 
previously ignored "ecological services”, both basic ones such as water filtration and 
flood prevention, and luxuries such as preserving wildlife. At the same time, 
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advances in environmental science are making those valuation studies more 
accurate. Market mechanisms can then be employed to achieve these goals at the 
lowest cost. Today, countries from Panama to Papua New Guinea are investigating 
ways to price nature in this way. 


QUESTION 07 


According to the text 

the value of ecological services is either nil or ignored. 

water filtration and flood prevention are basic ecological services while wildlife 
preservation is a luxury. 

it remains to be seen whether market mechanisms can be reliably used to price nature. 
in the effort to value nature, science is coming to the rescue. 

Panama and Papua New Guinea are well established testing grounds for market- 
based environmental policies. 


00 00 


Rachel Carson meets Adam Smith 


If this new green revolution is to succeed, however, three things must happen. The 
most important is that prices must be set correctly. The best way to do this is 
through liquid markets, as in the case of emissions trading. Here, politics merely 
sets the goal. How that goal is achieved is up to the traders. 


A proper price, however, requires proper information. So the second goal must be to 
provide it. The tendency to regard the environment as a "free good" must be 
tempered with an understanding of what it does for humanity and how. Thanks to the 
recent Millennium Ecosystem Assessment and the World Bank's annual "Little 
Green Data Book" (released this week), that is happening. More work is needed, but 
thanks to technologies such as satellite observation, computing and the internet, 
green accounting is getting cheaper and easier. Which leads naturally to the third 
goal, the embrace of cost-benefit analysis. 


QUESTION 08 


According to the text, 

the new “green revolution's” success hinges on correct price sets, proper information, 
and cost-benefit analyses. 

liquid markets warrant correct prices. 

politics should have no role in the setting of “correct” prices, traders do. 

the tendency to regard the environment as a “free good” must be balanced with the 
understanding of what it does for humankind. 

new technologies are making “green accounting” both easier and cheaper. 


O 00 O 


At this, greens roll their eyes, complaining that it reduces nature to dollars and cents. 
In one sense, they are right. Some things in nature are irreplaceable—literally 
priceless. Even so, it is essential to consider trade-offs when analyzing almost all 
green problems. The marginal cost of removing the last 5% of a given pollutant is 
often far higher than removing the first 5% or even 50%: for public policy to ignore 
such facts would be inexcusable. 
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QUESTION 09 


According to the text 

greens do not take well the idea of green accounting. 

one must concede that there are limits to green accounting. 

public policy cannot ignore the fact that the marginal cost of cleaning up nature may 
not slope downwards. 

the task of cleaning up the environment is subject to decreasing returns of scale. 

only renewable resources can be priced. 


OO 000 


If governments invest seriously in green data acquisition and co-ordination, they will 
no longer be flying blind. And by advocating data-based, analytically rigorous 
policies rather than pious appeals to "save the planet", the green movement could 
overcome the skepticism of the ordinary voter. It might even move from the fringes 
of politics to the middle ground where most voters reside. 


Whether the big environmental groups join or not, the next green revolution is 
already under way. Rachel Carson, the crusading journalist who inspired greens in 
the 1950s and 60s, is joining hands with Adam Smith, the hero of free-marketeers. 
The world may yet leapfrog from the dark ages of clumsy, costly, command-and- 
control regulations to an enlightened age of informed, innovative, incentive-based 
greenery. 


QUESTION 10 


According to the text 

O for lack of information about the environment and how it functions, governments are 
still at a loss when it comes to environmental policy. 

(1) Rachel Carson has shaken hands with Adam Smith. 

Q appeals to “save the planet” still inspire large segments of society. 
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() command-and-control is to the dark ages what incentive-based policies are to the 
enlightenment. 

(& despite the environmental groups and their insistence on regulations, the world is 
moving towards enlightened, incentive-based, environmental policies. 


TEXT 2 


Headdresses and Hemlines 


(Excerpts from Edward Chancellor's Devil Take the Hindmost, A History of Financial Speculation (Plume, 2000), pp. 44- 
48. The original text has been edited to conform the objectives of the Exam. 


Seventeen-century investors were no less sophisticated than their counterparts in 
the modern world. The valuation of annuities and lottery tickets, both of which paid 
an income for a limited number of years but did not return the principal, involved the 
process of discounting future cash flows. What is nowadays called the “time value of 
money” is clearly comprehended in John Law's remark that “anticipation is always at 
a discount... $ 100 to be paid now is of more value than $ 1000 to be paid by 8 10 a 
year for 100 years”. 


QUESTION 11 


According to the text 

Seventeen-century investors weren't as sophisticated as present-day ones. 

lottery tickets pay an income for a limited number of years but do not retum the 
principal. 

John Law's calculation does not hold true if a discount rate of 100% per year is applied 
to the future income. 

John Law did not understand the saying that “time is money”. 

the valuation of annuities is different ffom the valuation of lottery tickets. 


OO Ooo 


The concept of fundamental or “intrinsic” value was also understood by players in 
the early stock market, although misleading prospectuses, the manipulation of share 
prices, and the stock market boom made its discovery an even more difficult task 
than usual. After the 1690s boom, Daniel Defoe (of Robinson Crusoé fame) stated 
that many stocks had been raised above their “intrinsic value” and that shares in the 
East India Company had sold at between 300 and 400 percent above their nominal 
value “without any material difference in intrinsic value”. The contemporary land- 
bank projectors, who wanted to replace a gold-backed currency with one supported 
by the value of land, even realized that the notion of “intrinsic value” was an 
oxymoron*, since “intrinsic” suggested and inward quality, while “value” was always 
external. For instance, Nicholas Barbon argued that “things have no value in 
themselves, it is opinion and fashion which brings them into use and gives them a 
value”. John Law, who was also a land-bank projector, went even further and 
Claimed that price was simply the result of the interaction of supply and demand. 
Applied to the stock market, Law's idea suggests that share prices are determined 
by liquidity (the supply of new funds to the market) rather than a reflection of 
inherent values. 
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* Note: Oxymoron (oximoro em português) “is a figure of speech in which opposite or contradictory 
ideas are combined (e.g. thunderous silence, sweet sorrow)”. Webster's New Dictionary. 


QUESTION 12 


According to the text 

O the understanding of the concept of intrinsic value was made more difficult by 
misleading stock market prospect, manipulation of share prices, and the stock market 
boom (of the period). 

the author of “Crusoé” implied that East India Company share prices bore no relation to 
their intrinsic values. 

present-day land-bank projectors want to replace gold-backed currency with a land- 
backed currency. 

the expression “intrinsic value” involves two contradictory words: intrinsic and value, 
hence, the oxymoron. 

Law's idea that share prices are determined by liquidity implies they have no link to 
supply and demand. 


O Ooo o 


The land-bankers' argument that value was an extrinsic quality — subject to changing 
“opinion and fashion” — was particularly relevant to the stock market, since from the 
launch of diving companies onwards the market had fallen for a succession of fads. 
The rise of the stock market in the early 1690s was accompanied by a fashion for 
increasingly extravagant ladies' headdresses, which climbed in height from the early 
1690s until they peaked at over seven feet in 1695 (the year the stock market 
crashed). This prompted Sir Richard Steel to remark that “Stocks have risen and 
fallen in proportion to headdresses” — an observation which anticipates the 
connection between women's rising hemlines and the stock market in the 1920s 
(what has become the “hemiline theory of stock prices”). In 1919 the average level of 
the hem above the ground was 10 percent of a woman's height. In 1920, during the 
postwar recovery, the hemline rose to around 20 percent. In the recession of 1921, it 
fell back to around 10 percent. As the bull market took off in 1924, hemlines rose 
until they reached 25 percent, in 1927, at which point they met the knee. They 
remained there until late 1929. After the Great Crash, hemilines fell until with the 
onset of the Great Depression they brushed the ground. 


QUESTION 13 


According to the text, the “hemline theory of stock prices” 

anticipates the connection between share prices and headdresses. 

is presented as evidence in favor of the argument that value is an extrinsic quality. 

fits the behavior of stock prices from 1919 until the aftermath of the Great Crash rather 
closely. 

has no historical precedent. 

is groundless in face of contemporary events. 


DO 00 
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There are several possible interpretations of Steele's comment: A daring and 
extravagant fashion might indicate that stock market profits were being spent on 
gaudy display, a sign of the conspicuous consumption which accompanies every 
speculative episode. On the other hand, one might see in the rising headdress of the 
moneyed man's mistress (or later of the rising hemline of the 1920s flapper) an 
indication of the moral laxity of speculative periods, when the spirit of self-interest is 
dominant and more sober virtues are despised. It appears more likely, however, that 
Steele was suggesting that market values — evanescent, ephemeral, and 
extravagant — were as much a reflection of passing fashion as female modes of 
attire. A fashionable style, like a speculative movement, is subject to a popular 
consensus and follows a trend until it reaches a point of extravagance from which it 
can only retreat. 


QUESTION 14 


According to the text, the correlation between headdresses and share prices, pointed out 
by Steele, 

is spurious. 

suggests that speculative gains in the stock market tend to be spent in gaudy displays. 
is itself as evanescent and extravagant as female modes of attire. 

is coherent with the moral laxity of speculative periods, when more sober virtues are 
despised. 

can be explained by the fact that fashion and speculative movements alike are subject 
to popular consensus. 


O VOC 


Keynes argued that since the future could not be known with any degree of certainty 
values in the stock market ultimately depend on a state of confidence, itself the 
outcome of the “mass psychology of a large number of ignorant individuals.” 
Observing the ondulations of the market and the constant flux of credit more than 
two centuries earlier, Steele anticipated what has been called the “Castles in the Air 
theory of value. 


This theory suggests that shares have no intrinsic value and share prices are simply 
the product of investor psychology. One of the earliest associations of “castles in the 
air” with investment appears in Jonathan Swift's poem The Bubble (1720), written 
after the collapse of the South Sea Company. In this poem, Swift attacks the 
company's fraudulent directors and its credulous shareholders: 
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While some build Castles in the Air, 
Directors build'em in the Seas; 
Subscribers plainly see them there, 

For Fools will see as Wise men please. 


QUESTION 15 


One can infer from the text that 

values are the product of a skittish and trivial mass psychology. 

stock trade is dependent of a transient state of confidence. 

the worst effects of fraud can be contained by dissemination of pertinent information. 
companies float on the waves of speculative euphoria. 

the arguments presented apply only to unregulated markets. 


OROSCIOR 
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